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After Ukraine’s accession to the World
Trade Organization—and provided the
country holds fair Verkhovna Rada
elections in Spring 2006—, it is possible
that negotiations on setting up a free
trade area between Ukraine and the EU
will begin. Like any government policy,
the decision to open Ukrainian markets
to the EU will have its supporters and its
opponents both in the EU and at home.
Major agribusiness in France, Spain and
Italy has concerns about possible
growth in Ukrainian exports of
agricultural commodities and food
products. Similar concerns exist among
European producers of ferrous metals
and chemicals in Germany and France.
In Ukraine, the food and light industries
will not be pleased to face stronger
competition from EU producers.
At the moment, there is a real threat
that the Ukrainian side will have a weak
position going into free trade talks with
the EU because the Ukrainian
Government lacks the practice and
process of consulting with stakeholders.
By comparison, the EU uses formalized
lobbying procedures to include the
views of all interest groups on any
decision. Thanks to these procedures, EU
businesses have far more opportunities
to defend a position that benefits them.
Lack of analysis of how prepared the
Ukrainian economy is to integrate with
the EU, uncertainty among stakeholders
and the lack of understanding of their
positions could result in the emergence
of an opposition lobby in Ukraine. This
lobby would delay the negotiation
process and resist the adoption of
necessary legislation, as was the case
with Ukraine’s accession to the WTO. 
Interest groups in the EU
In Europe, lobbying groups constitute
an important component in the
government decision2making process.
These interest groups seek to influence
the policy2making process through
activities like consulting with the
European Commission, which
constitutes an official procedure for
gathering stakeholders’ opinions in this
process.
Some of the most powerful lobbies at
the EU level are ad hoc coalitions of
large companies. Their participants
maintain ongoing contact with the
Commission and other EU institutions
through their offices in Brussels or by
sending their staff members on
secondment to the Commission.
Business representatives also participate
in different advisory committees within
the EC and the technical agencies that
handle issues involving EU standards
according to the Commission’s
consultation procedures.
Most likely it is these ad hoc coalitions
formed by European companies who will
oppose favorable trade conditions for
Ukraine during FTA talks. These
obstacles could be overcome if
Ukrainian business lobbies created their
own alliances and seek European
partners with similar interests or
positions. Ukrainian companies can also
use the experience of large Japanese
and US corporations. Since they are
largely excluded from most collective
forums at the EU level, they look for
alliances or coalitions with European
corporations to strengthen their
positions in the European policy debate.
Along with ad hoc coalitions, individual
transnational companies can also
constitute powerful interest groups.
Ukraine is interested in attracting
transnational corporations to its market,
as they bring investment and new
technologies and create new jobs. The
enormous lobbying potential of these
companies and their strong desire to get
the most favorable conditions are worth
keeping in mind. Companies like
Volkswagen and Fiat proved to be
extremely influential during
negotiations for the Accession
Agreements with the Central and Eastern
European countries. Their pressure
resulted in setting up of transition
periods to secure their interests in the
new EU Member States, such as on
investment tax concessions. 
As any political decision, a decision on setting up a free trade area (FTA)
between Ukraine and the EU will have both supporters and opponents. 
In a democratic society, all stakeholder interests are legitimate. Given this, 
the Government must have a clear picture of all the stakeholders and analyze
their opinions to give itself a strong negotiating position and to prevent
resistance to carrying out agreements with the EU. Today, this is the kind 
of approach to policy'making that is used in the EU. An example of the 
EU lobbying process might be useful to Ukrainian interest groups
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Competition for fellowship
to research policy at the
local level
The International Centre for Policy
Studies, with the support of the Local
Government and Public Service Reform
Initiative, is now accepting applications
for participation in a CIS2based
fellowship on public policy at the local
level. The primary goal of this LGI Policy
Fellowship program is to support policy
research aimed at stimulating innovative
and practical policy reform at the local
level. This program offers a grant to
cover the research period and related
travel costs. For more on the LGI program
and the conditions for this competition,
see the announcement on2line at
http://www.icps.kiev.ua/eng/
project.html?pid=99. The deadline for
submitting applications is 10 March
2006.
Some pro2integration lobbies might
support deeper integration of Ukraine
with the EU and offer assistance and
cooperation. For example, the European
Round Table of Industrialists (ERT),
which is one of the most influential
interest groups, bringing together some
40 European industrial leaders,
promotes the idea of an “Integrated
Economic Region (EIR)” within the
European Neighborhood Policy. ERT
emphasizes the importance of intra2
regional cooperation and of considering
the opinions of neighboring countries
in drafting Internal Market rules.
Stakeholders in Ukrainian
industry and politics 
The new government supports the idea of
setting up transparent lobbying
procedures. However, it is still too early
to say how effective they might be. As
with the old regime, interest groups tend
to mostly favor opaque methods. Because
of the lack of consultations with interest
groups on policy options, government
officials are largely uninformed about the
possible impact of their decisions or
about who supports or opposes a given
policy. They do not take stakeholders’
opinions into account and often are
faced with resistance when time comes to
implementing those same policies.
In terms of deeper trade integration
with the EU, the first type of interest
group in Ukraine is sector2based lobbies.
They represent companies in sensitive
sectors of the Ukrainian economy:
ferrous metals, agriculture, textiles, and
car2making. 
Steelmakers represent the single most
powerful lobby in the Verkhovna Rada.
They are activilly blocking adoption of
bills to reduce export duty for ferrous
scrap metals and to lift the ban on non2
ferrous metal exports. This poses a
serious problem for Ukraine in
negotiations on WTO accession.
Ukrainian steelmakers are not relying on
their Government but actively look for
other channels that can make it
possible for them to sell on EU markets.
For the moment, the only possible
channel has been to buy up steel plants
in the newest EU Member States.
Another powerful lobby is car2makers.
Through their lobbying efforts, the
domestic car2making industry is highly
protected by the legislation from better
quality products made by European
manufacturers. For car2makers, however,
an argument in favor of setting up the
FTA is the prospect that major foreign
car companies will move production
capacities to Ukrainian facilities. 
Trade between Ukrainian agro2industrial
business and the EU is limited because
Ukrainian products do not meet EU
sanitary and other standards. Most
likely that Ukraine’s farm sector will be
left outside any FTA agreement until it
is properly reformed. 
Populist politicians constitute yet
another interest group in the Verkhovna
Rada that is lobbying against an FTA
between Ukraine and the EU. They are
generally against Ukraine’s integration
with the European Union on any level.
Covering themselves with slogans about
how they want to support domestic
producers and the domestic market,
they distort information about the
impact of Ukraine’s integration with the
EU to gain points in the eyes of voters.
Every country has its populists, but
governments have to try to minimize
their influence. In order to do so, the
Ukrainian Government needs to arm
itself with solid arguments in favor of
the proposed policy.
Another stakeholder is the Russian
Federation. Proceeding from its own
political and economic interests in
Ukraine, Russia will inevitably attempt
to influence any negotiations on
setting up an FTA between Ukraine and
the EU. Ukraine needs to find a balance,
in its relations with Russia, between
deeper integration with the EU, which
will have a positive impact on economic
reform, and supporting economic
relations with its neighbor, which
continues to be Ukraine’s largest
trading partner.
The Government must start
working with interest groups 
To succeed in setting up an FTA with the
EU, Ukraine’s Government must be
prepared to debate this issue both in
the Verkhovna Rada and in Ukrainian
society. The Government’s position has
to be supported by impact analysis for
reasonable policy options and a cost2
benefit analysis, in order to develop a
common position and to persuade its
opponents of the need for a Ukraine–EU
FTA. The Government must recognize
the existence of interest groups, their
right to have and defend their own
interests, and the need to consider
stakeholders’ views in its decisions. 
In turn, Ukrainian companies should
support the Government in establishing
transparent lobbying procedures and
setting up a body responsible for
consultations among businesses,
regulators and other stakeholders. Like
their colleagues in the EU, Ukrainian
companies will benefit from transparent
procedures for participating in the
public policy2making process.
This article is a part of the “Ukraine and
European Neighborhood Policy: Ensuring
the Free Movement of Goods and
Services” study that was made possible 
by the Local Government and Public
Service Reform Initiative of the Open
Society Institute (LGI/OSI). A full version
of this study will be published in February
2006, and excerpts will be published in
future issues of the ICPS newsletter. 
For additional information, contact 
Olga Shumylo by telephone 
at (380;44) 484;4400 or via e;mail 
at oshumylo@icps.kiev.ua.
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ICPS announces competition
for economic analyst
Requirements:
• ability to write analytical papers
• university degree in relevant field
• ability to determine and analyze
economic growth factors
• fluency in English
If you are interested in this position,
send your resume and a sample analysis 
no more than one page long on the topic, 
“Why did prices grow in Ukraine in 2005?” 
by 3 February 2006 by e2mail to
eakhtyrko@icps.kiev.ua or by fax 
to (380244) 48424402.
